
Internal Revenue Service Department of the Treasury 
. .. 

Perton to ~ontaci :  ******* * * * * * n ~ *  
******************* . 

****************** Telephone Number: ************** 
*************************
********************************* RelerReplyto: ***************
************** ***** 

Date: 

OEC 2 7 I994 
Employer ~dentificztion Number: ********** 

Key District: ******* 

Dear ?,ppl icant : 

w, considered your appliccltion far recognition of 
exemption as an organization described in section 501(c)(3) o f t h e  
Ir~tcrna 1 Revenue Code. Based on the infornation submitted, tnrhave 
conc luded  t9at you do not qualify for exemption under that section. 

You were formed on*******************, pursuant to the******** 
~orporat ion Law. On******** * * * ****, you submitted your ! lication 
for Rccoqnition of Exemption Under Section 501(c) ( 3 )  of the 
Internal Revenue Code on ******* *  ****. You also requested status 
3s other than a private foundation under section 509(a)(3) of the 
Code. Your Amended and Restated Articles of Incorporation state 
that you s h a l l  be operat.ed excltlsively for the benefit of, to 
perform the functj~ns of, or to carr~ out the purposes of ******** 
********************* *******) and airy other exempt organizations 
controlled by or affiliated with ***** and that qualify for "public 
ch;..ritytt statue; 2ursua1:t ts section 509(a) (1) or section 509 (a )  (2) 
of thc Code, or any future statute of sinilar import. You do not 
provide med ica 1 services. You make arrangements for the provision 
o f  nc~iic.11 services through the use of managed care concepts. You 
hzve  represent.ed that your goal is to increase acceP5 t o  quality 
) . - - -  , , , . . ~ ~ , . t h  care i t ]  *******m Zounty and the surrounding areas served by 
****  . 

****   is your sole member. A Board of Directors governs you. 
L ~ l c  R03rd is compc.;cd of **** ex officio directo*****o serve by 
1:i r tue of :.!!cir service as officers of *** and ***** appo***ed 
directors. one 6-f the appointed directors is appointed by ***'s 
~ { o s x d  of Directors. ***** directors are appointed by the Eqloyer 
Adv~sory cormnittee. ' Another director is appointed by a majority 
of the Doar~l a s  representative of the consumers. A sixth appointed 

I l ' h c  r; 'mplryer Advisory Ccx~ittee consists of *** members 
.appointed by the applicant's President that have a subscription 
nrjrremnt with the applicant. 
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director is a primary care physician elected by the Physician 
Advisory ~ommittee.~ The seventh and eight appointed directors 
w i 11 be speciaity care 3hysicians appointed by the Physician 
AcIvisory Committee. ~oari members as :re11 cs the members of all 
advisory committees are not compensated fortheir services in those 
capacities. 

Your primary activity in the implamentation, coordination, and 
oversight of a managed health care delivery system and other 
planning activities for the system. These activities i!rclude the 
following: 

1. ~stablishing and maintaining a network of primary care 
physicians (family practitioners, pediatridaps, 
internists) and selected specialists (as well as a iumber 
of miscellaneous ancillary providers such as pharmacies) 
who uill agree to offer their services at negotiafed . 
reduced rates and marketing that network to the health 
care payors of the ********* County, ******* area. You 
ALSO make arrangements for tP.e p***ision of hospital care 
at several hospitals including****. 

2. Credetltialing all providers and prospective providers 
based upon eligibility  standard^ established by you. 
Medical credentialing activities typically involve an 
exazination of a prospective physician's education and 
board :radentials, utilization patterns, history of 
n1?lpracv :ce, j f azp,  and the like. 

3. 9stabl.ishinq anti maintaining service and quality 
standards, whic'~ will also involve monitoring 2 ~ 2  
supp~~king cost-effective medical servicc protocols and 
outcomes as delivered by network providers. 

I . ~stabl ishing and maintaining primary care management 
gtlitielines and other measures to ensure the efficient and 
cost-effective delivery of medical care by the network 
providers. 

5. ~stablishing and maintaining a provider problem 
~esolution procedure to resolve disputes between 
providers and patients. 

Members of the physician Advisory Cammittae are appointed by 
the appli,cantts President from among the physicians that have a 
subscription agreement with the cpplicant. 
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6. Working with providers, employere, and inaurora to 
determine the best method of integratinq the applicant s 
services intn the existing medical benefit programs of 
various ******* County area employers. 

Your principal sources of financial support are 
subscriptions fees and contributions from your sole member, ***** . 

Sect.ion 501 (c) (3) cf the Code provides for the exemption from 
federal income tax- of organizations which are organized and 
operated exclusively for charitable or education purposes, nclpqrt 
of the n e c  income of which inures to the benefit of any pr-ivate 
sh~reholder or inciividual.. 

Section I. 501 ( )  (3) -1 c )  ( 1  of the Income Tax ~egulat idns 
p1:ovidcs that an organization will be regarded as "operated 
exclusivelyu for one or more exempt purposes only if it engages 
primarily in activities which accompli3h one or more of 6. \ exempt 
purposes specif is4 in section 501(c) (3). An crganizatio.. will not 
be so rcyarded if more than an insubstantial part of its activitie- 
is not in furtnerance of an exempt purposes. 

Sect ic,? 1.501 ( a )  -1 (c) of the regulations provides that private 
s1lar:choldcrs or individuals are defined as persons having a 
pcrson;ll and private interest in the activities of an organization. 

Section 1.50I(c) ( 3 ) - : ( d )  (1) (il) of the regulations provides 
that a n  organization is not organized or operated exclusively for 
exempt purposes unless it serven 9 public rather than a private 
interest. Thus, to meet the requirements of section 501(c)(3) of 
the Code, it is necessary for you to establish that you are not 
ot-qanized or operated for the benefit of private interests such as 
designated iadividuals, thc ci-eator or his family, shareiroldurs of 
the 01-ganization, or persons cnntrollcd, directly or indirectly, by 
such private intsi-ests. 

Section 509(a) (3) of tho Code provides that an organization 
that meets the followinq requirements is, other than private 
f 3undation: 

1. It is orqanized, and at all times thereafter is operated 
f o r  the benefit of, 6-r to carry out the purposes of one 
s r  more specified organl.zations described in sections 
509 ( a )  (1) and 170 (b) ( . I )  (A) ,  of the Csde other than in 
1 : ? 2 c s a s  (vii) arid (viii), as well as in section 
509 (a) (2? ; 
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2. It i-s operated, supervised, 9r controlled by or in 
ccrlnection with one or more organizations described in 
s e c t  ions 503 ( a )  (1) and 170(b) (I) ( A )  other than in clauses 
( v l i )  ar,d iviii) , as  well as in section 509 ( a )  (2) : and 

3 .  I t  is not controlled directly or indirectly by one or 
more disqualif iad persona (ae defined in section 4 9 4 t i )  
other than foundation manageru and other than one or more 
o r g a n  i ;:at.ions doscribeci in sections 509 ( a )  (1) arid 
170(Li )  ( 1 )  ( . I ) ,  o s  ~ 1 1  t c  s;.l;tion 509(a) (2). 

S e c t i o n  1 . 5 0 3  ( a !  - 4  (c) (1) cf the rsqulntions provides that in 
orcicr  f o r  , an  n r c j , ~ n i z , ~ f : .  i o n  to be (>rgar.. sed exclusively for. one or 
. 0 :  I I -  , !  ; r : i o n  503 ( a )  (3) of t.he ,!ode its atticles 
o f  O L - C J C ~ I I  i z a t .  l o r ] :  

( 1 )  ? ' I  I <; t I i t  t.hc purposes to one or rnrrv~.  of the 
i ' : I  I:, : i t 7 %  st-: forth in section 509(a) (3) ( A )  ; 

( i i !  L)o not expressly empower the organization ta engage 
i i l  :ictivjties which are not jr! fc~t:i~r .e of the 
; ) u r p o s a s  referreu to in subdivision (,, of this 
p - r ~ g r n p h ;  

( i  i i )  

( A T , * ;  

S t ,i t. e t 5 c  specified publicly supported 
cir.q.lni zations on whose behalf such organization is 
t.o Gc operated; 

' i : ~ t  expressly empower the organization to 
{ ) p e t - a t e  to support or benefit any organization 
o t  her t i l l t f l  the specified publicly oupportod 
r t - ~ j < ~ n i z ; l t  i:>ns referred to in srlbdivi s i o n  (iii) of 
+ L , I  1:; stit~;~;lraqraph. 

:;er.:t: i v r ,  ! . I .  ) ( 2 )  - 4  ( e  o f  the recjul a t i c n a  provides that a 
: . i ipp(>r ' t . i r :~;  or ( 1 . 3 : )  i z a t  icn wi l l  be regarded as "operated excl~sively~~ 
4. ,. $ .  s u p p o r t  o : . ~ ,  - \ r -  l nn re  specified publicly supported organizations 
(.J;! 1 y i f I t t:r\:;.>gcs; in activities which support or beilef it the 
. : i  (:::if i ~ ? i i  j;:!!!: i : 1). suppol : tcd  organizations. An organ?zntion may 
: : r .~t- is l '~j  tni.:: ' e s t .  b y  usi.nq its incom to carry on an independent 
;,.t i v i  t.;. t ? : .  praqrnm that. which supports c r  benefits th.2 npecif ied 
;',uk:i ic 1 y sappar - tcd  orc3anizations, 

. ' ;act io:i 1 . 5 0 9  ( a )  ( 3 )  -4 (f) (2) of the regulations provides that 
c, ,. 6. . . i I ? 3 I '  ) o t  the Code may be satief ied by three . . i f t i  typ4-:: . i f  re  1 at ionships that will justify classification 

.. . 4 I I - ( : .  i i in  as  a s t i ppo r t i ng  orq;i;I~cicion: 

( : ,  (ii>er~i' !.;I, supervised, or controlled by, 
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( i i )  S u p e r v i s e d  OL- c o n t r o l l e d  i n  c o n n e c t i o n  w i t h ,  o r  

( i  i i )  O p e r a t e d  i n  c o n n e c t i o n  with, o n e  o r  more  p u b l i c l y  
s u p p o r t e d  o r y a n i z a t i o n s .  

I S c c t i o t l  1 .  t r09(n)  ( 2 ) - 4  i f )  ( 3 )  r e q u i r e s  t h a t  a n y  o f  t n o  above 
?-c l n t  ir)nr;hip:; i n s u r e  t h a t :  

( 1 )  The s11ppar:t i n g  o r g a n i z a t i o n  n i l  1 be r e s p o n s i v e  t o  
t ) ; ~ ?  needf3 or demands o f  o n e  o r  more  p u \ ? l i c l y  
r ; u ]?por t ed  o r q a n i z n t i o n s ;  a n d  the s u p p o r t  i ng 
c ~ r g n r l i z a t i o n  w i l l  c o n s t i t u t e  an i n t e q r a l  p a r t  o f ,  
o r  mainti1 i n  a s i g n i . f  i c a n t  i n v o l v e m e n t  i n ,  thc! 
opt?rd t i  nns o f  o n e  o r  more  p l ~ b l i c l y  s u p p o r t e d  
o r . q , ) ~ i i  : : ,~ t . i c j r~ : ; .  - . 

I { , \ \ I .  ; ( I , i :  . ( . , # , . - t -  . ~ . 4  A ~i . , 10!,9-2 C.13. 1 1  7 ,  e s t a b l i s h e s  t .hn t t c o n m ~ l ~  .Ly 
1 i t  : I '  i (:tl f . ~ ~ \ i : ; e s  o n  A number of  f ;z t , , r s  i n d  ic:nt.inq 
t h e  3 .  : > :  of h o s p i  t. 1.1, b e n e f i t s  t h e  c o m m u n i t y  r a v h a r  t h a n  
:; (? t -  $++ i I I ~ I  1): i v c \  t c i r.~t:~!rests. T h e  r e v e n u e  r u l i n g  r e q u i r e s  a 1  1 
I 1. 1 r : !v , \ : ; t -  f ~ c : t  ?: o n ~ 1  e j.r:cum:;tanccs t o  be weighed  ir ,  :;;,,;I r ' - q ~ .  The 

t :: 'I; i i t i  1 o f  t h e  revenue.  r u l i n g  i n d i c a t c  ! a t  t h e  
0 )  1 t 1 i l; c~o l i t ro l  l e d  b y  a b o a r d  composed o f  i ndepencrcirt  c i v i c  
1 I ,  i t t l ;~ : :  all open  medic,> 1 s t a f f ,  and a n  a c t  ivc?, o p e n .  and 

1 : :  i 1.1 r :  o m .  T h e r e f o r e ,  t h e  h o s p i t a l  o p e r a t e s  t o  
s c r v c  pllbl ic :  : . i t thc?r  t h a n  p r i v a t e  i n t e r e s t s .  I n  S i t u a t i o n  2 o f  t h e  
r - c v c ? n u s  I - a ;  ; l:g, f i v e  d o c t o r s  who ownec: a f o r - p r o f  it h o s p i t , l l  s o l d  
(I!: f ' n i r '  : : i ,>!.ket  v,r!ue t h e i r  irlter,-.;t i n  t h e  h o s ~ i t n l  tc) a n o n p r o f i t  
I :  1 t 1 1  I t !  I -  1 - 1 .  ?'!1e new n o n p r o f i t  h n s n l t a l  i s  no;: 
+ > ~ c ? m p t  !ICC;IL::-;C o f  excess j.vc p r i v a t e .  b e n e f i t  t o  t .ha f i v e  d o c t o r s .  
'1'))~ 1 - . \ ~ : t s  i :I:! i c ; \ t ~  t h a t  i n  f i v e  y e a r s  of  o p e r a t i o n  c n i y  four o t l . , ~  
. ! . ~ c t r ? ~ - : ;  t k t  ij::ante;j s t a f f  p r i v . i . l e g e s ,  npp l  .icat i a n s  f rom 

I 1 1  f : p1iTjs i c i . n s  i n  t h e  cornmunitif  have  been r e j e c t e d ,  
,3di:1i .ssions r3r.e r e s t r i c t e d  t o  p a t i e n t s  o f  d o c t o r s  h o l d i n g  staff 
;::-ivi l e ( j f ? s ,  t t?c cmerqency  room d o e s  n o t  de rn0ns t r a t . c  a c o n m i t m e n t  t o  
~:i:ar. i t  jl C ; ~ I . C \  ~ : : : l  t t l e  p h y s i c i a n s  m a i n t a i n  o f f  i ce  s p a c e  a t  less Lhan 
: . i .  rn.lr-ket. v ! l ur2. '!'his r e v e n u e  r u l i n g  e s t a b l  {shes a n n f a c t s  and 
. . ..,. .. . .  _ J:.:;!.,I:.I(:*I?I; : i > . . ' \ "  f , 7  n l n a s l ~ r e  p r i v a t a  v e r s u s  p u b l i c  b e n e f i t .  

:! 
'?'b, .a 

2 &. 

. , . I  i ) ~ . '  i l;:lt.c!. L\c?r:t;f i t p r o h i h i  t i o n  o f  s e c t  i o n  501 ( c )  ( 3 )  applies 
i . .  i 1 k I - ,  t pc:!rsons a n d  g r o u p s ,  n o t  j u s t  t o  t h a s e  " i n s i d e r s : '  

. . t . to I n o r e  s t r i c t .  i n u r e m e n t  p r o : ; c r i p t i o n .  ~ r o h i b i t e d  
( 9 > ... , i t  i t  may in!.:I~;:!e a n  " a d v , ~ n t a g e ;  p r o f i t ;  f r u i t ;  

, , 
9 : % : - ~ \ ~ a  lccjc; <!<7in o r  int.c?rcp..;t:.!! ~ < . c ~ ~ ~ ~ - q . h c . r _ 9 & ~ g a L L e ~ ~ e  Fv& 

.: . Con:r,.i;;.:_;.i.,. .. - .. r : ? ~  , 7 7' .  C .  2110, 2 8 6  ( 1982  ) . 
3 

i ! 5 ; .  ' - 1  13 ' IU-- :  c . B .  1 4 8 ,  h o l d s  t h a t  a t . r u s t  ; : r e n t e d  
5 , / .  1 , .?n 7 \.ir:s~,itn i f o r  t h e  so1.c p u r p o s e  o f  a c c u m u l a t i n g  a n d  

! : : < I  lc! i i3.d f ' ! ; ! . , . ! : ;  to tc us(- ) t i  t.o s a t  i s f y  m i ~ l p r a c t i c e  c l a i m s  a g a i n s t  t h 2  

I 
1 
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. . 
6 b s p i t a l  and  f rom which t h e  ' s o s p i t a l  d i r e c t s  the bank trustees t o  
make payments  t o  c l a i m a n t s  q u a l i f i e s  f o r  e x e m p t i o n  u n d e r  s e c t i o n  
501.(c)  ( 3 )  o f  t h e  Code. By s e r v i n g  a s  a r e p o s i t o r y  f o r  f u n d s  p a i d  
i n  by ?he  h o s p i t a l ,  and by making p-:flll=zts a t  t h e  d i r e c t i n n .  sf t h e  
h o s p i t a l  t o  p e r s o n s  w i t h  m a l p r a c t i c e  claims a g a i n s t  t h e  h o s p i t a l ,  
t h e  t r u s t  is  3 p e r a t i n g  a s  a n  i n t e g r a l  p a r t  o f  t h e  h o s p i t a l .  The 
t r u s t  I s  p e r f o r m i n g  a f u n c t i o n  t h a t  t h e  h o s p i t a l  c o u l d  d o  d i r e c t l y .  

A n  o r g a n i z a t i o n  mcy p r o v i d e  b e n e f i t s  t o  p r i v a t e  i n d i v i d u a l s  
p r o v i d e d  t h o s e  b e n e f i t s  a r e  i n c i d e n t a l  q u a n t i t a t l . v e 1 . y  and 
q a a l  i t a t . i v e l y .  To he qua! i t a t i v e l y  i n c i d e n t a l ,  pr .Lvate  b e n e f i t .  
must  be a n c c s s s a r y  c o n c o m i t a n t  of  an  a c t i v i t y  whish   benefit^^ t h e  
pub1 i . c  a t  ; ,Lye; i n  o t . 3 ~  words ,  the b e n z f i t  t o  t h e  p u b 1 . i ~ .  c m n c t  
be clchiev.:d w i t h o u t  ncc t?s sar i i y  b e n o f i t t i n g  c e r t a i n  pri.uste 
i n d i v i d u a l s .  To be q u a n t . i t a t i v e l y  i n c i d e n t a l ,  t h e  p r i v a t e  bo~:efit 
must be i n s u b s t a n t i a l ,  mcasurei ,  i n  t h e  c o n t e x t  of t h e  c * J e r a l l  
pub1 i c  b e n e f i t  c o n f e r r e d  by t11.e a c t i v i t y .  To i l l  u s t - r a t e  t h e .  
c l u a n t i t n t i v e l y  i n c i d e n t a l  c c n c e ~ : ,  compare Rev. Rul. 68-14,  1968-1 
C . B . ,  w i t h  Rev. Rul .  75-286, 1975-2 C.B. 210.  I n  Rev.  Hul .  68-14,  
a n  o r q a n i z a t i o n  t h a t  h e l p o d  b e a u t i f y  a c i t y  was exempt when it  
pla 'ntccl  t r e e s  i n  p u b l i c  arsas ,  c o o p e r a t e d  ~ l i n  ~ ~ u n i c i p a l  
~ 3 a t h c > r i t i a n  i n  t r c n  pla11tinr.j~ and programs t o  keep t h e  .t;y c l e a n ,  
a n d  e d u c a t e d  t h e  p u b l i c  i n  a d v a n t a g e s  o f  trse p! nt . ing .  I n  Rev. 
R u l .  7 5 - 2 0 6 ,  a n  o r g a n i z a t . i o r ,  w i t h  s i m i l a r  a c t r v i t i e w  d i d  n o t  
q u a l i f y  uricicr s e c t i o n  501 (c !  ( 3 )  v h a r e  its members c o n s i s t e d  o f  
r e s i d e n t s  and b u s i n e s s  o p e r a t o r s  o f  a c i t y  b l o c k  and i t s  a c t i v i t i e s  
were, l i n i t . e d  t o  t h a t  b l o c k .  The f a c t s  i n  Rev. Rul. 75-286 i n d i c a t e  
t h a t  t h e  o r ( j a r 1 i z a t i o n  was o r c ~ i i n i z e d  and. 9 , -cra ted  f o r  t h e  t e n e f  i t  o f  
pr- ivntc!  intc~*c3::;tt; by enhnnc i n g  t h e  v a l u e  c f  ~nembers ,  p r o p , e r t y .  

T i : c  tact.:; r,ubniittecl A n c l i c a t e  you a r e  n o t  e n g a g i n g  i n  t h e  
l : , r .~c : t ,  ic:c o t' I i i r e  or- o p e r a t i n g  a h o o p i , t a l .  You a r e  m e r e l y  
n c q o t  i : . l t ing  mar;agcd c a r e  and p h y s i c i a n  care c o r l t r a c : t s  f o r  
p h y s i c i a n s  i n  p r i v a t e  p r a c t i c e ,  which is n o t  a c h a r i t a b l e  a c t i v i t y  
bccausc.  i t  s e r v e s  t h e  p r i v a t e  i n t e r e s t s  o f  t h e  p h y s i c i a n s  i n  
(:ondl~c t . i  ncj +.he i i- p r i l r n t s  moclical p r a c t l . c e s ,  a s  well a s  t h e  prlq!:?te 
i n t e r e s t s  f pharmac ies and o t h e r  f o r  p r o f  i t - p r o v i d e ] - s  t h a t  
p a u a t i c i . p a t e  i n  your  ne twork .  

In a d d i t i o n ,  j rour  implemeni ta t ion ,  c o o l - d i n a t i o n ,  a n d  c l v e r s i q h t  
o f  a managed Ilca:.til care d e l i v e r y  s y s t e m ,  a s  well a s  o t h e r  p l a n n i n g  
a~.:t i v i t  i e s ,  orll:,. i neirectly b e n e f i t  t h e  conununity a s  a w h o l e .  
These p l a n n i n g  a c t i v i t i e s  a r e  p r i m a r i l y  b e n e f i c i l l  t o  t h e  p r i v a t e  
p h y s i c i a n : :  because  yuu ,are p r 0 ' ~ i d i n g  t.he p h y s i c i a n s  w i t h  s - e c i f i c .  
1 . 0 1 1 i ~  ar id  s h c l r t  term p l a n n i n g  l n f o r m a t i o n  which c a n  he used by them. 
i n  t h e i r  p i - i v n t c  h u s i n e : ~ s  a c t i v i t i e s .  T h e r e f o r e ,  t h e  p r i v a t e  
b e n e f i t  t o  t.hc p h y s  ic.;.ans is n o t  q u a l i t a t i v e l y  or q u a n t f , t i l t i v e l y  
j n c i d c n t a  1 or. i n s u b s t a n t i a l  i n  compar i son  t o  t h e  community b e n e f i t  
produced by y o a r  a c t i v i t i e s .  



7 
***********************************, 

You do not qualify under section 5 0 1 ( c ) ( 3 )  of the Cads as an 
intcgr-7? part of your exempt parent. First, to be an integral part 
of a n  exempt parent yeur activities must be ones that would not be 
an ul l r t t id rea  Lrade or business if performed b! the 3arent. 
Arranging for the provision of health care is an unralated trade or 
bt1sincs.s. Si?e -aexJealth Plan v, C w . ,  100 T.C. No. 26, 
(1~793). Although you are a subsidiary of**** C, to be exempt as En 
intecjrril part of your exempt parent you must provide essential 
services s o l e l y  to your exempt parent and the parent's exempt 
subsidiaries. tiecause you negotiate managed care contracts with 
phynici71ns and other ?roviders, you do not satinfy this 
requirement. . . 

'I' 
3 

'I'fie ~hysicians under tha facts submitted are "flivate 
ndivi.duaLs" and are subject to the private banefit proscription. 
' t ~ c  physic inns receive prohibited private benefit w,".,l~ir includes an 
dvantaqc, ;>rofTit, fruit, privilege, gain and interest' throuqh 
their tritt~sacticjns with you. See w e d  T- Defensa 
F'LH-J~--v,- .-Q~~.m-rnissi&o~~~, u p - .  Ihe substan+!~l zrivate benefit to 
the physi;:ians and ot.ller ~YG.;:;CLS is fatal to your exer-~t status. 
Y.~t:thermore, s incc:  the physicians have representation o our Board 
o f  Directors, the physicians on your Board are "insiders1@ subject 
t o  the inurznent proscription. 

n,\:;cr! on all thp fact:; and circumstances, the Service must 
c:o;icludc t h a t  you do not perform a charitable activity, you are not 

irltcc;rili part of an exempt parent, and more than insubstantially 
you her~c>fit the private interests of the physicians, some of whom 
rece i v c  prot~ibitcd inurement. S s  Letter  EQ&i~lgs> Bu-2 
U n i t e l ;  Sic\tc;:, 326 United States 278 (1945). ------ - 

l,ast.l y, we co..clsr?e that since you are not providing services 
cxclt~sively to your exanpt parent or services that could he carried 
ollt by your exempt  parent as part of its exempt charitable 
tunctionr;, l f o 1  do n o t  qualify as a supporting organization under 
srctiol~ 5 0 3  ( d )  ( 2 )  of t h e  Code. 

For a11  the reasons stated above, we have concluded that yoc 
(2:)  n o t  q u a  l i fy for exemption from Federal incoma tax under section 
53ijc)(3) of the  Cijde and you are required to file Federal income 
t ; l x  returns. Contributions to you are not deductible under section 
1.70 of the Code. 

You have th~: right to protest this ruling if you believe chat 
it is inco~: L t :~ i . .  To prot.cst, you should submit a statement of your 
v i ~ : . ~ : ; ,  w. i  th n t ~ l l l  explanation af your reasoning. This statement 
m:!st k>r al:tmitted within 30 Q n y s  of the d ~ t e  of this Letter and 
must be siqned by one of your officers. You also have a right to 
3 confer.enc;e .in this office after your statement is submitted. If 
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. . 
you want a conference, you must request it when you file your 
p r c  iest statement. If you are to be .represented by someone who is 
not one of your officers, he/she must file a proper power of 
attorney and otherwise qualify under our Conference and Practice' 

( . , . . ,  
Requirements. 

1f you do not protest this proposed ruling in a timely manner, 
it will be considered by tha Internal Revenue Service as a failu>:e 
to ex!laust: available adm{nintrative remedies. Section 7428(b)(2) 
of the Code ~~rovides, in part, that a declaratory judcnno-+ or 
d e c r e e  ur,dor this section shsll not be issued in any proceeding 
unless the [Jnited States Tax Court, the Unitad States Co-lrt. of 
Federal Court, or the Djstrict Court of the United States for the 
District oC Coiumbia determines that the orgezi~crtion involvelJ has 
e x h a u s t e d  administrative remedies available tc i L  wiw-rt the 
l n t c r n a l  Revenue Service. 

~f we do not hear from you within 30 days, this ruli:~g w i l - 1  . 
become f i n a l  and copies w i l l  be forwarded to your key rdstrict 
Di rector. Thet-eaf t c r  , i f  you have any questions about your federal 
income t a x  status, including questions concaznina reporting 
r equ  1 t - l x ~ l ~ ~ a t  S ,  pl(1,lse contact your key District Direc .. 

Sincerely, 

(€wed)  ***** **********  

****************** 
Chief, Exempt Organizations 
Technical Branch 1 

cc: ******************** 
* * * * ***** * * * * * * 
* * ***********  **** ******


